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10. Hie check transport system of claim 1 wherein the statistical elemenfis based on 
the occurrence of any dishonored payment associated with the previous^nsactions using the 
customer identifier. 

1 1. The check transport system of claim 1 whereipme unique customer identifier is a 
driver's license number of a customer operating theodtomer computer. 

1 3. The check transport system of clajml wherein the unique customer identifier is 
selected from the group consisting of: a^Sver's license number, a phone number, a bank 
transit and routing number of an a^unt of a customer operating the customer computer. 

1 4. The check traiispdrf system of claim 1 wherein the data structure further matches 
the customer identifier j0<he bank name, the customer name, and the bank routing 
information. 



15. piecheck transport system df claim 1 wherein the check is further electronically 
transmitt^to the bank and includes i^rmation not transferable over the ACH system. 



REMARKS 

Applicant has significantly amended the claims to better emphasize an important 
feature of the present invention of providing electronic transmission of a check without 
changing the legal character of the check. In this respect, the present invention produces a 
physical, printed check having the features of a normal check including bank routing code, 
customer name, payment amount, and magnetic ink (MICR) numbers necessary for 
processing through normal paper check processing channels. Coverage by the claims is 
clearly demarcated by this limitation of requiring the production of a paper check. Support 
for these limitations are found in the application at page 7, lines 10-15 and 28-30, page 9 
lines 20-24, and page 10 lines 14-16. among other places. 

Neither Templeton nor Rownev individually or in combination teach recreating a 
paper check from electronic information provided by a customer over the Internet. In this 
regard, it is noted that electronic checks or e-checks are not checks as they are not evidenced 
at the payor by a paper document as is clearly and specifically required in the present claims. 
Thus it is believed that the claims as amended are novel over the cited art 

The Applicant has further submitted the affidavit of Paul Green explaining some of 
the benefits of pure check transactions in making Internet buying accessible to a broader 
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cross-section of individuals, and explaining some of the problems in translating norma! check 
validation mechanisms to the Internet, most notably, the lack of a physical check that can be 
viewed by the merchant As noted in that affidavit, Crosscheck has now implemented tins 
invention in a commercially successful product under the tradename of ChecksByNet. The 
commercial successful is directly attributable to the claimed elements of the present 
application which allow pure check transactions on the Internet and the benefits described 
above related to the use of a pure check transaction. 

It is believed that combinations of the cited references do not^et^Jh^oi^ious 
of the claims and do not rebut the nonobviousness of the mventip^ by its 
commercial success. Accordingly, the applicant submite^tclaims 1-15 are nowir 
condition for allowance and allowance is respectfully requested. 

RespectfuUy submitted, 

TIMOTB^&^ATJIE et al. 



Keith M. Baxter 
Reg. No. 31,233 
Attorney for Applicant 
Quarles & Brady 
41 1 E. Wisconsin Avenue 
Milwaukee WI 53202-4497 
(414)277-5719 
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1. (wiceameBted) ft ^ svflem [An IntenKt-based payment validation 

system] comprising: 

a merchant computer programmed to communicate with the Internet to create an 
Internet site listing products for sale and indicating [a direct payment option from] anojtjon 
5 for p ayment bv c*«* drawn on f unds held by a third party bank; 

a customer computer [programmed to communicate on the Internet and to 
communicate] communicating with the merchant computer to identify the product desired to 
be purchased and to select the [direct] checkpayment option, the customer computer further 
[programmed to accept] transmitting at least one unique customer identifier [from a customer 
10 and communicate the same] over the Internet; and 

a processor computer programmed to receive at least one customer identifier from the 
merchant computer in response to a selection of the [direct] check payment option, the 
processor computer further including a data structure matching the customer identifier to at 
least one statistical element indicating a probability of a payment obligation by the customer 
1 5 being honored, and based on that matching statistical element [and, without communication 
with the third party,] transmitting to the merchant computer an authorization indication 
indicating whether [direct] check^-mcnt for the product should be acceptedjndwhen 
^t- p,^.n> should be acc^H Renting ,n printed check including the customer's 
^ <h» ,hird party bank a check ani ent and further including bank routing 
20 information; 

whereby the prints I*** mav b« processed usinp standard check processing 
channels. 

2. (twice amended) [The Intcmcl-based payment validation] The ft^eck transpor t 
system of claim 1 wherein the statistical element is based on a factor selected from a group 
consisting of a total price of the identified product, the price and timing of previous purchases 
of other products using the unique customer identifier, the type of identified product and the 

5 occurrence of any dishonored payment associated with the previous transactions using the 
customer identifier. 

3. (twice amended) [The Internet-based payment validation] The check transport 
system of claim 1 wherein the authorization indication provides the following responses ! 

(1) an indication of not authorized, indicating that the acceptance of [direct payment] 
a check is not advised, 
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^ indication of a uthorized with no guarantee, indicating that the acceptance of 
[direct payment] achesk is acceptably subject to the discretion of the merchant, and 

^ Vindication of a uthorized with a guarantee indicating that the amount of the 
[direct payment] check will be guaranteed [by an authority operating the processor 
computer]. 

4. (amended) The [Internet-based payment validation] check , transport system of 
claim 1 [wherein the directed payment option is payment by check and wherein the data 
structure includes a bank routing code and] wherein the processor computer further transmits 
to a [magnetic ink] printer [at the merchant's computer] information to cause the printing of a 
check for the purchase of the merchandise. 

8. (amended) The [Internet-based payment validation] check transport system of 
claim 1 wherein the statistical element is based on a total price of the identified product 

Q. (amended) The [Internet-based payment validation] g ja sck transport system of 
claim 1 wherein the statistical element is based on the price and timing of previous purchases 
of other products using the unique customer identifier. 

10. (amended) The [Internet-based payment validation] check transport system of 
claim 1 wherein the statistical element is based on the occurrence of any dishonored payment 
associated with the previous transactions using the customer identifier. 

11. (amended) The [Internet-based payment validation] fi faeck transport system of 
claim 1 wherein the unique customer identifier is a driver's license number of a customer 
operating the customer computer. 

13. (amended) The [Internet-based payment validation] check transport system of 
claim 1 wherein the unique customer identifier is selected from the group consisting of: a 
driver's license number, a phone number, a bank transit and routing number of an account of 
a customer operating the customer computer. 

1 4. (new) The check transport system of claim 1 wherein the data structure further 
matches the customer identifier to the bank name, the customer name, and the bank routing 
information. 
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15 (n^Thectecktr^^systemofclaimlwhereintocheckisfi^ 
Conical* mrtrt . to bank U*. bta»*» not t»M» over *, ACH 



system. 
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feu fl^ I ? despondence U being departed wirhi 

Commoner fcr patents, W^rin^on, D, C. 2023!. 

Date of SigruT.ffCMd Deposit: February g, 2002 

^ AtlBi 
IN THE UQTRD STATES PATBNT AND TRADEMARK OFFICE 
AppljcDnifs): Timothy LaBadie e: aJ. 

Serial 09/259,619 
l lled: March 1. 1999 

£ 0r: Fntcmet Based Payment System 

Group Art Unit: 2761 /™n:»> S Tcm 

DoclcetNo.: 210655.900J8 



ecord 



IteCMftATTON UNDER 37 CPR §U32 



Commissioner for Patents 
Washington, D. C. 20231 

IX?t St. 

I. I'aul H. Green, hereby dwiar* thai : 

' • 1 am the former co-chairman afthc board of Crosscheck, Inc. ,hc 

«* S nee of .he above-referenced appl^on and a co-invent 0 f ftc 
invention described in this application. 

2 - I have worked in the banking industry for over twelve year, 

including eishtcen yea* with Cro^Check. J„ e . and before that Jn ,he 
capacity fP«.W«« with the Tdecrcdit company, a predecessor to 
a leading consumer rredii company with revenues of over 

related .o check processing anij w&h|iea and m ^ ^ ^ 
Q^au^^^w^ currently 
«V*ed by :hc Fcd*s, Reserve Bank. As such, 1 - gencraHy 
w,» u* CcsP . mcrcjsl solulionR fof tl;e ^ 

and their drawbacks. 
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5. 



7. 



1 am laminar with the prosecution of the current application a „d the 
Templcton and Rowoey applications now cited against the current 
application, 

The present application, as amended, relates to the transport ofcheckR. 
Checks are demand instruments, meaning thai they arc payable, if at 
all, only when presented to the named bank and only against funds in 
an identified account held by that hank. If no funds are held, « 0 
payment is made. This differs from a credit instrument which relies on 
a contract between the bankand the bank customer. 

Processing, checks can be a cumbersome operation requiring the 
physical transport of large quantities of paper instruments. Rowncy 
represent one solution to this problem, termed generally; "check 
truncation", -cheek conversion-, and "electronic check presentment". 
Through these mechanisms, the check is converted to a credit 
instrument that may be uansirincd electrically over a variety of 
dllTacnt network* inch-ding the ACIT system. 

A Significant probtem with check truncation is that ft, order for a check 
to be converts to a credit instnjmer.f. it must be sent to an 
organization having a pairing relationship with the issuing bank 
and its customer such as allows for enforceable credit obligations 
This severely Jimiis fie HexiWli-y of the merchant in using these 
systems. For instance, people having checking aeeounis through ercdj, 
umoM cannot u,e the ACII system for check truncation. 
Tb? present inv^ion nuy be disu» gu i 5 hod from Kowncy and other 
check truncation iys.rms by me fact that the check ft, not converted to 
a credit .nsrrumcnt. but remain* a check throughout its life. This legal 
concept. f.x>m which many benefits flow, b manifest structurally by the 
fret that a paper dlBek is ,, :iimatcly fc ^ ^ ^ ^ 

paper check the necessary legal elements to he cashed as a 

check. 

Ro-.vr.ey does not produce or teach .he production of a paper check 
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10. 



11 



required in the amended claims ofOie present invention. One reason 
for (bis is that Rowney is concerned with Internet transactions where 
the mercliant and customer are not ftce-lo-fsce. Pure check 
transactions arc not practical in this situation because the merchant 
does not have a physical cheele presented by the customer and 
therefore cannot vouch for any o/tbe information required to recreate a 
check electronically. I n contrast the credit based transaction of 
Rowney requires only accurate identification of the customer and a 
pre-existing contract with that customer, Rowney provides complex 
methods of validating the customer's identity including the need for a 
secure Internet connection, and then relies on the credit contact. 
The present invention allows actual payment with a check in an 
Internet transaction by using a statistical database linking individuals 
to probability of payment The statistical databa.se solves the problems 
of remote transactions by rolling ihc uncertainty of Hie individual's 
identity into the statistical mix. The check need not be and Is not 
truncated. 

The CroisCheck invention enfranchises individuals who for one reason 
or another do rot have credit cards or credit privileges to use the 
Internet for purchasing goods and services. The Crosscheck invention 
provides tnie check transactions over the Internet, avoiding the need 
for (he ACH system, special credit relationship with payor banks, or 
other complex verifications systems or pre-existing contracts with 
given customers. As such the Crosscheck invention accommodates 
the open nature of the Internet 

Each of .he lindens that are now incorporated into claim 1. in which 
a remote processor computer makes the statistical analysis of the 
likelihood of paymcaT and generates a primed check from the 
information conveyed over the Internet, described a product currently 
available from Crosscheck tmder the name of CheekaByNet A 
demonstration of tbii syilem is available at www.ChecksbyNetcom 
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12. The ChecksRyNet product has been commercially successful having! 

thousands of customers and merchants. This success is attributable 
directly to the elements of claim 1 of die present application which are 
necessary and sufficient to allow Internet transaction using * check as 
the instrument ultimately delivered to the bank. 

1 3 * I further declare that all statements made herein of my own knowledge 

are true and thai all statements made on information and belief are 
believed to be true and further that these statements were made with 
the knowledge that willful false statements and the like so made are 
punishable by fine nr imprisonment or both under §1001 of Title XVIII 
of the United Staves Code, and that such willful false statements may 
jeopardize ±t validity of Jhc application or any patent issuing thereon. 

further Dsclaranl S2yiih not. 



Dated: ^* &g»l 




2m<5 MM S\JIS! 569.1 

2 :-02 
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f*te of Si £nWi „c OL-pwit: February S, 2002 

JN THE UNITED STATES Patent a «n ASSFttl ^e"rd 
, ,. A I ts PA 1 ENT AMD TRADEMARK OFflcr 

rS5 OP/259,619 
JjJ* March 1, ,999 

Group An Unit ^J"**^ Payment System 

r*ck«No.: 210655.90018 
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Commissioner fo r p ate „, 3 
Washington, D. C. 2023 J 

Do.v St: 

I l'anl H. Green, hereby csc! a r s tha, : 

<~vewn. te , CftCcJ jppjj^jj co-invents „<v 

mven^on described in »hi S ap pIication . ° fU)C 

1 worked in fte banking industry f 0r over hvcniv r 
i-)udh 8 cisJltCcn ye „ s ^ ° VCr ^'^vc year, 

nod (heir drawbacks. Jw*«*nB of checks 



mar o 7 2002 
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suited in *e amended claims of ft. prBSCBt invcntien . ^ ^ 
for this is that Rowney is concerned with Internet transactions where 
the merchant and customer are not fceoto-fhee. P ure check 
transactions arc not practical i„ this Nation because the merchant 
do« not have » physical check W by the customer and 
therefore cannot vouch for any of the information required to recreate , 
Check electronically. ]„ contrast , th , ^ ^ ^ 

Rowney requires only accurate identification of lhe customer and a 
pre.exU.ins contract with that customer. Rowney provides complex 
methods of validating the customer's identity Jncludin B the need for . 
secure Internet connection, and then relics on the ^dit contact 

The present invention allows achja l payment with a check in a,, 
Internet transaction by „ sine a statistlcaI ^ .^.^ 

top^biluyof^e,,, ^estatisUc.ldataba.esoNes rhcproblc™ 

orrernotetraP^ionsbyrolling.hcuncemmtyo^ 

t^Uty into the sta.h.ic,, mix. U t check need not be and is m ' 

truncated. 

The C«„sChcc k nn . viM t .„ r „„ cNscs indivii|Mjs tm ^ 

P-.v.dcs ,™ e ctok m ^, iom ol , r ftc taleTO( M . dinE ^ 
% », AC H s w ipcda , mdi , 
.the ^ vc^,^ ^ „ r 

'he open nature of the lrtemej. 
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